138      SIGNIFICANCE OF ECONOMIC SCIENCE       OH.
have seen, is derived from the conception of a scarcity
of means in relation to the ends which they serve) It
assumes that, for each individual, goods can be ranged
in order of their significance for conduct; and that, in
the sense that it will be preferred, we can say that one
use of a good is more important than another. Proceed-
ing on this basis, we can compare the order in which
one individual may be supposed to prefer certain
alternatives with the order in which they are pre-
ferred by another individual. In this way it is possible
to build up a complete theory of exchange.1
But it is one thing to assume that scales can be
drawn up showing the order in which an individual
will prefer a series of alternatives, and to compare the
arrangement of one such individual scale with another.
It is quite a different thing to assume that behind such
arrangements lie magnitudes which themselves can be
compared. This is not an assumption which need any-
where be made in modern economic analysis, and it
is an assumption which is of an entirely different
kind from the assumption of individual scales of rela-
tive valuation. The theory of exchange assumes that
Z can compare the importance to me of bread at 6d.
per loaf and 6d. spent on other alternatives presented
by the opportunities of the market. And it assumes
that the order of my preferences thus exhibited can
be compared with the order of preferences of the
baker. But it does not assume that, at any point, it
is necessary to compare the satisfaction which / get
from the spending of 6d. on bread with the satis-
* So many have been the misconceptions based upon an imperfect under-
standing of this generalisation that Dr. Hicks has suggested that its present
name be discarded altogether and the title Law of Increasing Bate of Sub-
stitution be adopted in its place. Personally, I prefer the established
terminology, bat it is clear that there is mnch to be said for the suggestion.